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(1) PROCEEDINGS 

[2] 

pi Whereupon- 

14] STEVEN F. GOLDSTONE, 

Pi a witness, called for examination, having been duly 
is] sworn, was examined and testified as follows: 
pi (Deposition Exhibit Goldstone 1 was marked for 
Pi identification. Exhibit annexed hereto.) 

PI MR. SHONKA: This deposition is being 
(to) conducted in connection with an administrative 
(t t] complaint issued by the Federal Trade Commission in 
|iz] the matter of RJ. Reynolds Tobacco Company, Docket 
[i3i Number 9285. My name is David Shonka, and I am 
[i4i appearing as counsel supporting the complaint. 

[151 

[161 EXAMINATION 

im BY MR. SHONKA: 

ini Q: Good morning, Mr. Goldstone.My name is 

(id David Shonka, and I’m the attorney with the Federal 

( 20 ] Trade Commission. With me today is Laura Sullivan, ■ 

pi] also an attorney.We are complaint counsel in the 

pal Commission proceeding against R.J. Reynolds 

pal Tobacco Company regarding the Joe Camel campaign. 

(24j For the record, would you please state your 
psj full name? 
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in A: Steven F. Goldstone. 
pi Q: I have already marked as Exhibit 1 a 
PI document I received yesterday, and I ask you if you 
recognize the document, if you can identify it. 

[5) A: I don't think I have ever seen the 
t«l document before, but it is on RJH Nabisco 
PI stationery, 

PI T |5Q: Fdr the record, it is an executive profile 
at identifies Steven F. Goldstone, chairman and 
ecutive officer, RJR Nabisco. 

Thjt’s right. 

was given to me in order to shorten 


tm tHe deposition so I don't need to spend a lot of 




ackground info 
iie document and t< 
ad if there is anything to it 
^subtract or clarify. 

A: It Certainly looks like 

Ion of my career since lea 1 
|uce that the do 
pij any reference to military 
P 2 j Avfdilitary what? 

lent. 

A>,sN£Kit does 

fe you i^feggnilitai 


n. I would ask you to 
is accurate 
t you would like 



e 

g school, 
es not make 
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going to 


don on the 


s in the Reserves 
1968, something 
at National Guard 
iy. f 

you still in the Resi 

n did you - 
seventies, 
te that the Exhibit 
r 1997. Is there an 

information that you would like to add 
be more current than 1997, November? 
My name is still the same and my 
s still the same. 

reside in Ridgefield, 

ti7] A: That's correct. 

(i«l Q: Did you discuss your deposition with 
[i9i anybody before coming here today? 
poi A: Yesterday afternoon or morning, all these 
pi] lawyers that were at the table visited with me for 
pz] a little while. 

p3) Q: And for the record, would you please 
p»] identify them? 

psi A: Why don’t they identify themselves? They 
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[i] are all here. 


MS. SILBIGER: Sara Silbiger, 

MR. WILLIAMS: John Williams. 

MR. BLYNN: Guy Blynn. 

MR. WISE: Scott Wise. 

BY MR. SHONKA: 

Q: Have you discussed your deposition with 


[21 
PI 
M 
(SI 
(61 
[7] 

in] anyone else? 
pi A: No. 

[ini MR. SHONKA: I ask the court reporter to 
tm mark this document as Goldstone Exh i b it 2. 

[iz] (Deposition Exhibit Goldstone 2 was marked for 

[is] identification. Exhibit annexed hereto.) 

BY MR. SHONKA: 

Q: Mr. Goldstone, I ask you to take a look at 
[i«] Exhibit 2 and see if you can identify it for the 

[it] record. 

A: 1 have read it, and I can identify the 
[laj document. It is a copy of a memorandum I wrote to 
Lot Andy Schindler probably around November 15,1996. 

Q: Mr. Goldstone, will you please look at 
pzj page 2.1 draw your attention to the first full 
p 3 ! paragraph on the page that is indented, where it 
t 24 ] says, "We have been talking for more than a year 
psi now about work on an alternative to Joe Camel." 
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[i] How long had you at that time been working on 
pi an alternative to Joe Camel? 

pi A: I had not been working on the 
w alternative.The people at Reynolds were working 
[si on an alternative. 

[e] Q: When you say "we," you are referring to 
Pi whom then? 

(s| A: I said I was not working on an 
Pl alternative. People at Reynolds were working on an 
(to) alternative. You are asking me what I mean by the 

[ii] word "we" in this paragraph? 

[iz] Q: Yes. 

[Hi A: The "we" is referring to Andy and me, as 
[Hi well as some of his colleagues, and it is referring 
[is! to conversations I had with them about the work 
[tei they were doing on looking at alternatives for Joe 
[i7] Camel. 

[ia] Q: In the next sentence it says 'Time is 
Ei9] getting short." 
poi A: Yes. 

ptl G: Was there a deadline for replacing the Joe 
pa] Camel campaign? 

||23] A: No. 

[24] Q: Was there a deadline for finding an 

ps] alternative to it? _ 


on 
to 
t ■* 
00 

oo 
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p] Q: What did you mean by 'Time is getting 
PI short'? 

Pi A: Really, it was my own view, The re was no 
is) deadline. I think 1 was trying to convey here that 
(si I was very interested in making sure that they had 
(7| this as a high priority on the list of their 
PI management priorities. 

Pi Qf Why v|as that, sir? 
tioj A:^tagg$f all, you have to understand that 
[ill I hackbeen talking to them at management reviews at 
[izi time p^M they would be telling me that they felt 
[is) that fee Joe Camel campaign was nearing and ought 
[i4j to the end of its rur^Dr a number of 

(«j reas4fifc^c(iucling just the amoufl ^&fcfe nc that it 
[iei had Been exkant, and because cpfafecontroversies, 
[i7j the ^^tieGyntrovcrsies rcgarchsg jofeCame 1. 

[is] And I cd|ainly felt that the |m|||ey 

[i»] conttaaSwi ^f sregarding Joe CafflTwfne not a 

pc] positipStpilSg from RJR Nabisct^^a^l of view, 

pi] frond a public relations point °4|i§f|||§ e overall 

pzj health the company, f 

pa; So ths^fw^s very intereste ng sure 


p4j that thh^nagemen^TReynoldij^^iocusing on 
ps] seeing ivhether there'was an admoprilte alternative 
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[i] sure that there is a high priority, that changing 
pi the campaign or finding an alternative was a high 
m priority. When did you have those conversations? 
t*l A: What I was saying was that management at 

[5] Reynolds had, I and the management at Reynolds had 

[6] had discussions about the role of Joe Camel, 

[7] whether it was in feet an effective campaign, 
p; whether in feet it could continue to be an 

pj effective campaign in the future given the 
[id controversial nature of the campaign. 

[i ij And the management at Reynolds had informed me 

[i 2 ] on several occasions that they were working on 
[is] alternatives to Joe Camel. And my conversations on 
[u] occasion with the management were to let them know 
[is] that I thought this was a good idea, and that I 
[ie] hoped it was high on their priority list. 

[i7] And this paragraph in this memorandum was to 
[is] that point. 

[is] Q: You said you wanted to let them know that 
po] it was a good idea and that it was a high 
pi] priority. Do you recall when you first had those 
P 2 ] conversations? 
ps) A; No. 

pi] Q: Was it after you became chief executive 
ps] officer of the company? 
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[i| A: I don’t know. I could have offered my 

izi opinion about it even when I was general counsel of 

pj the company. 

P] Q: If you would look at page 3 of the memo, 

[si again, you say in the last paragraph, second 

[*] sentence, "But wc need to recognize that our time 

[7] is growing short." 

pj Is that a reference again to the "time is 
pj growing short" in the second page? 

(101 A: No,They really were two different 
[ii] issues. 

Ii 2 l Q: What is this reference to time growing 
[is] short? 

[i4] A: This really refers to all of the marketing 
(is] issues that I referred to in this memorandum 
ns) regarding all of the major brands of Reynolds. 

[17] Again, my purpose was just to encourage the 
lis] management at Reynolds to make up its mind and 
[is] create its own priorities and to come up with the 
poj answers and marketing plans for each of these 
pi] brands, 

p 2 j Q: So the record is clear, when we were 

P3i talking about time growing short just now, we were 

p4] referring to page 3, Is that correct? 

ps] A: You had asked me to compare that phrase 
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in with the phrase on page 2, so that is what I was 
pi doing. 

PI Q: On page 3 also, there is a reference to 
M "because of. external issues.’'What were the 
(S! external issues that you bad in mind, sir? 

[sj A: I don’t know that I can give you exactly 
p] what I had in mind then, but I believe what was in 




was the, as far as Camel goes, the 
rsy surrounding the Joe Camel campaign, 
at role exactly did you play in the 
to terminate the Joe Camel campaign? 
very hard for me to give you a 
nswer. I did not make the decision to 
:e the Joe Camel calhpaignjThat is the 
ility and was the of Andy 

let and his management team. 

|l take it that you ^oc^r^ed them 


Pi 
pi 

iten 
im 
(121 
[13] 
l«l 
( 15 ) 

[1«1 
117) 

(IS! t< 

[1BJ I 
pq 

pil looking for an alternative ti 



they certainly under? 
point of view, I ’ 



gn, and that I hoped 
to the Joe Camerca 
would to 

: el cam] 




pod that 

d that they were 
Camel 

y would find an 
gn, and I hoped 
ernative to the 
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certainly knew m; 
practice to interferi 
ent and operatio 
es. 

you ever expresslj 
o management’ 
uld say - I can't n 
c s I said, but I think 
was aware of my 
‘u say that your poirFfoFvie 1 


jf view, but it 
the actual 
e. of our subsidiary 



your point 

'thing 

gement of 
view, yes. 
was clear 


:n you were general counsel’ 
lid that I may have expressed my point 
don’t have a recollection of whether I 

5t. 

some point you did make it clear? 
ae point I made the statements I just 
(17) talked to you about making. 

(i») Q: You don’t recall when? 

(is) A: We knosv that I made certain statements on 
[zo] November 15th, as they were contained in this 
cat) memorandum. 

pa) Q; Yes.And the November 15th memorandum 
pa) refers to work that had been going on or 
p4) discussions that had been going on for more than a 
psi year? 


Pago IS 


(i) A: You would have to show me. 
pi Q: First page, page 2, first full indented 
Pl paragraph, "We have been talking for more than a 
I*! year about work on an alternative to Joe Camel." 

(si A: I don't have an independent recollection 
m of it, but if I said that in this memorandum, I 
(7i must have believed it at the time, 
is) Q: So at least before November 15th, 1995? 
p] A: I do believe wc were talking about this 
hoi subject before November 1996.You are saying 
[i i) whether it was going on before November 15,1995? 
inn If that is your question, I don't know the answer 

[13] to that. 

(1 4 ) Q: But the fact that the memo refers to 
(is) conversations taking place more than a year 
t(iej before - 

tit] A: I have no reason to believe that that is 
(la] an inaccurate statement. 

(is) Q: Back in January of this year, you 
pci testified before the House Congress Committee, and 
mi you said that, "I felt quite strongly when I came 
! 22 ] to a conclusion a number of months ago that our 

[ 23 ] company for a lot of reasons should not be using 

[ 24 ] Joe Camel." Do you recall making that statement? 

( 2 sj A: I do believe I made a statement like that, 
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[1] yes. 

(2) Q: What were the reasons that you felt so 

Pi strongly about when you concluded that FJR - that 
HI Reynolds Tobacco should not be using Joe Camel? 
is] A: I think I already told you the reason. 

[6] Basically I did not think it was in the interest of 
p] the company to be using a marketing campaign that 
(»] was subjecting the corporation to so much criticism 
pj and public relations attacks and lawsuits by the 
(i»i government, when balanced against the fact that 
li i] there was a lot of evidence, from my point of view, 
j[i 2 ] that the Joe Camel campaign, maybe because of the 
[is] controversies relating to it, was not as effective 
[i4] as a marketing campaign as maybe it was at one 
(isi point. 

(is] Q; Do you know when the company first became 
j(i 7 ) concerned about the allegations that the Joe Camel 
lie] campaign might appeal to children and adolescents? 
[is] A: It isn’t really a question of the company 
[ 20 ] becoming concerned. It is what I have already told 
pi] you. As chief executive of the company, I did not 
( 22 ! think it was -1 thought it was harmful to the 
p 3 ] company to be the subject of allegations, attacks, 

Ip4] lawsuits, public relations campaigns against the 
PS] company. __ 
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[il aaepg p jj g j ^ py point of view, very professionally 
PI and appropriately. 

PI m \ BY MR. SH 

W Q: aware of when 

is] concer^iing|die Joe Camel ca 
(si children^Ht arose? 


pealing to 


(bj Q: Dm^\i have an understa|^^^^at they 
Pi exisipiM^riy as 1990? ; | ' 

[ioj A: 1 &$gk*low that they exist$liiiiil§fe 1 came 
[ii] to the C£&§jjany in any capacity. 

[izi Q: - '^$pWas that, sir? 

[is] A: I t&ink^that was '95.1 know that there 

[uj were a^^fSons about Joe Camel when I got to the 

[is] compaJj^^at is about the best I can do. 

[is] Cenair^pSi^had been going on before I got 

[17] there. 

[i$] Q: Before 1995, you were a partner at Davis 
[is] Polk in New York? 
po) A: Correct. 

pi] Q: Did you do any work for Reynolds? 
pz] A: I had done work for RJR Nabisco on several 
t»] corporate or antitrust or securities laws matters 
R4) as late as the LBO effort, which I think was in the 
ps) late eighties. I don’t believe I did any work for 


ie 1 came 


at is about the best I can do. 
^had been going on before 1 got 


Pag# 19 

[ij BJR Nabisco or any of its subsidiaries again until 
pj probably the end of ’94. 

pi Q: Have you ever discussed with the people at 
M the tobacco subsidiary the length of time It took 
[5] them from when concerns were raised about the Joe 
Pi Camel campaign to the time when they terminated it’ 
pj A: No. I actually believed that the most 
pj emphatic I had ever been in terms of making sure 
p] that this was a priority for them was probably 
[to] reflected in this November 15,199 6 memorandum, 

[ii] Q: Are you familiar with the "What you are 
[iz] Jooking for" campaign? 

[i3] A: I have seen parts of it, yes. 

[H] Q: Did you approve the campaign? 

[is] A: It isn’t - no. I wouldn’t in the 

[is] ordinary course approve a marketing campaign. 

[i7] Q; Did you review it before it was launched? 

[is] A: Andy Schindler and his people showed me 

[is] examples of it before it was launched, yes. 

pc) Q: And his people were? 

pi) A: Lynn Beasley and I think maybe Fran 

P 2 j Creighton, 

ps) Q: And Mr. Schindler? 

p*j A: Yes, Andy Schindler as well. 

ps] Q: Anyone else that you can recall? 


Pag# 20 

(U A: Not that I can recall. 

p] Q: Arc you familiar with the "Mighty tasty" 

PI campaign? 

Pi A: Andy and Fran and Lynn showed me some work 
ts] in progress a few months ago, yes, and I have seen 
Pi a couple of billboards or advertisements just as I 
tn have been driving along the road. 
pi Q: That is the extent of your familiarity 
[B] with it? 

[ioi A: That is it. 

[11] Q: Do you know if there were any concerns 

[1 2 ] that the “Mighty tasty" campaign might appeal to 
[is] those under the age of 18? 

[i4] A: I am absolutely sure that Andy and his 
[is] people focused on that issue in developing that 

[is] campaign, as they have assured me they do in 

[it] developing any campaign for their products. 

[«] Q: Do you believe that the "Mighty tasty” 

[is] campaign is free of the concerns that surrounded 
po] the Joe Camel campaign? 

MR. WILLIAMS: Objection to the form of 
pz) the question. 

THE WITNESS: I would have to assume that 
B4| there is no campaign from the Reynolds Tobacco 
ps] Company that is not going to be the subject of 
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(i| allegations, either from your organization or other 
PI parts of the public health community or our 
P) competitors or who knows who. 

M It is a controversial business in a difficult 
PI time.There were people who are looking to - who 
W question the propriety of it being a legal 
17] business, and they arc going to attack any way that 
[8] thTcompany attempts to market its product, 

So aglin, I would be very surprised if Andy 
eople were not focused on that issue at 

times 

BY MR. SHONKA: 

Has it been discussed with you? 
fsE: "It" being? 

|ONKA: The issue. 

[M B. W ISE: What issue? 

[NESS: I had one 
j that campaign. I 
§y Schindler, the specifics 
np$aiBl| can recall, but j 
policies regarding making s 

( 22 ] wersMjot inadvertently dire' 

(23) smo|3S^^ 

( 2*1 Sg$*a : tbat sen yflafe y ha 
tzsi b^LSng spec^^thAhi 






don, 

onversations 
which I am 
general 
ur campaigns 
derage 


. onversations, 
>n that campaign. 



BY M 
ing specific to the' 


ou recall when th 
place? 

presentation that 
e was part of - I 
y operating review^ 
,te winter or early 
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tasty" 


rsatioa with 

[ 

lyand his people 
| was part of 
: it was 

3 ring. 




*i ; so the record is clear here, let me 

ien you refer to the quarterly operating 
githat the time when you reviewed the 
a sty" campaign? 

Eiow, I don’t have a specific 
l. and I may be reasoning here, but I 
tin think I saw that campaign or early drafts, so to 
(itl speak, of pieces of the campaign when I was down in 
[i#l Winston-Salem. And I believe I was down there fpr 
( 2 oi a quarterly operating review, 
pi] Q: In answer a few moments ago you bad 
[ 2 z] referenced a conversation in which you had a 
pi! general discussion about what the tobacco company 
[ 2 «] does to ensure that its ads - 
( 2 S) A: I don’t think that took place at the same 
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time. I recall when I became general counsel 
having an orientation session with the tobacco 
company management, including Andy Schindler, 
although at that time Andy was not chief executive 


tn 
(71 
131 
M 

pi of the tobacco business, 
m And I recall on other occasions having 
( 7 ) conversations either with Andy or his general 
(8i counsel or with Lynn Beasley about their efforts 
pi and their policies directed at making sure that the 
(io! company, 1, dearly doesn't in any way 
(iii intentionally market to underage teenagers, but 
(iz) also to try to prevent an inadvertent focus in that 
(i3] area. 

(H] Q: Do you recall when any of those 
(isj conversations took place? 

]i«l A: No. 

[i 7 ] Q: Do you have an approximate time frame? 

[isj A: No.I think the first one I had and maybe 
(isj the most detailed one I had was probably when I was 
pal general counsel of the company. And I just on 
( 2 il occasion have bad an opportunity to have some 
[ 22 ] discussion with one of the representatives of the 
(23j tobacco company on odd occasions. 

( 24 ! It may well be that one of the representatives 

[ 25 ] of the company, the general counsel or one of the 
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(i) marketing people or Andy himself, may have made a 
pi presentation to our board on the subject. I am not 
Pi sure. 

(4! Q: In spring and early summer of 1997, RJR 

isj Nabisco was negotiating with the State attorney 

[6] generals to resolve pending lawsuits. Is that 

[7] correct? 

pi A: Yes. I think those discussions resulted 
PI in what is now known as the June 20th agreement, 
(io) Q: Did the fact that those discussions were 
[iii going on play any role in the decision to terminate 
[i 2 ] the Joe Camel campaign? 

( 13 J A: It didn't play any role in my thinking 
(i4j about the Joe Camel campaign. I am going to 
(isj speculate and guess that it didn't play a role in 
[is] Andy’s decision to terminate the campaign, but you 
[i 7 ] would have to ask him about that. 


[I8| 


Q: He said it didn't. What is the status of 


[191 the June 20th agreement? 

( 28 ) A: You tell me. It right now is pretty much 

pi] a dead issue because Congress has not indicated any 

( 22 j willingness to enact the provisions of the 

agreement that would need to be enacted in order 


( 23 ] 


[24] for it to go into effect. 


PS] 


Q: Under the June 20th agreement, the Joe 
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til Camel campaign would have been terminated. Is that 
pi correct? 

PI A; I believe that under the June 20th 
W agreement, most marketing, typical marketing type 
[si campaigns, of which Joe Camel would be one, would 
(«j be terminated, yes. 

Pi Q: Now that the June 20th agreement is a dead 
m issue, is Reynolds free to bring back the Joe Camel 
Pl campaign? 

1 think that, in a way I am going to 
; by saying I am no longer in the 
|w, or at least I am not right now, 
ay that from what I understand, that 
ee to do that, yes. 
iKA: I ask the repoitss , 40 
aent as Goldstoi 
in Exhibit Goldstohe 3 
icatioss Exhibit annexed £ 

BY MR. 1 

3 

?u, Mr. Goldstone, 
bit 3 and tell us if y|u 
[Z 2 j the document, 
pi] A: I rffrrgoniewhat familiar 
(Hj but I anMbt Can't tell you that I| 

[25j idcntif)^^^docum< 



rk 

it 3 , please, 
s marked for 



(i) Q 
p] it is a' 
p; dated 
g] smoke: 

[si You.isai 

Pi the sub] 

PI A: 
pj there i 
pj pub! 

[loj calie 
[i t) here it 
[i 23 sure of 
[is] catego 
[u] Th: 

[is] doesn' 
iiej trackinj 





ecord is dear, let 
m Roger Hill to 
ry 29,1996, subject: 
it has a onc-pagi 
at you are somewhat familiar with 




ecause my unders 
ognized tracking! 
et share data onS 
it is between 18 i 
een 18 and 24.1 wasn't exactly 
;es, but I know it is in the younger 
of legal smokers. 

iblished on a quarterly basis.This 
to be on a quarterly basis, and it is 
a ten-year period. I don’t recall 
[i 7 ] the circumstances of this. But I do know that 
[<«l there is tracking data relating to this segment of 
|t»l the consumer population, 
po) Q: Who is Roger Hill? Do you know? 

PH A: I don't know. 

[221 Q: How about Tom Pierce? 

pi) A: Tom Pierce is a person at FJR Nabisco, 

p*i today he is at RJR Nabisco, I don't know whether he 

psi was at Reynolds at the time, who is a financial 
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(t) person. 

(27 Q.- So you don’t know if this memo went to Mr, 

pi Pierce when he was in the tobacco company or when 
[«j he was with Nabisco? ■ 

is) A: Again, guessing, looking at it, he was 
pi probably at RJR Nabisco at the time. But I am not 
pi positive. 

PI Q: Who is Mr. R.S. Keith? 
pi A: He is an analyst at ReynoidsTobacco 
(to) Company. 

(it) Q: And you have no recollection as to why you 
[121 may have requested the data that is the subject of 
(is) this - 

(i 4 ) A: I don’t have any specific recollection, 

(is) but I certainly want to see - it wouldn't surprise 
(is) me to want to sec what our market share is when 
( 1 ?) compared to three other major brands in the 
(is) industry. I look at market share data all the 
(tej time. 

( 20 ) Q: Do you look at market share data for 18 to 
PH 24-year-olds specifically all the time? 

122 ) A: No. I don't think it is available all the 

723 ] time. I think the data is published by some group 
[ 2 *) on a quarterly basis.That is my recollection. I 
PS) don't recall seeing any data actually for the last 
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[i] probably year. But on occasion I will see the 
P) data. 

pj It will come out, or I think 1 have seen -1 

[ 4 ] don’t think I have seen it in the last six or nine 
(si months, but I have seen it before. 

Pi Q: Do you know why you would have requested 
[ 7 ) data for Camel, Marlboro and Newport? 

P) A: No more than what I have just said. Camel 
(a; Marlboro and Newport were three major brands,They 
[io) are probably the three leading brands in what is 
li i) known as the full-priced segment in the industry, 

[i 2 ] Q: Do you know why you would have asked for 

[is] data over a ten-year period? 

it 4 ] A: No. Let me just see. 1 just don't have a 

[is) specific recollection of the document, but if you 

[it) are asking me to reason about it, obviously that 
[i 7 j shows trends. And February 29,1996,1 had just 
[igj pretty much taken on this job. So it could have 

(to) been just as a general background matter. tu 

120 ] Q: Would it have been related to the Joe £ 

pi) Camel campaign at all? ui 

p 2 ] A: I cannot say no because I can't 

pj] recollect. It is conceivable. But seeing that I 

P 4 i have also asked for Marlboro and Newport, It tells 
ps) me I was trying to get some background on the 


m 

KJ 
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(i] competitive trends of these major brands. But I 
ra really don't know enough, have a recollection 
Pl enough to be certain about it. 

(4j .. MR. SHONKA: Let's mark Exhibit 4. 

[S) (Deposition Exhibit Goldstone 4 was marked for 
(«] identification. Exhibit annexed hereto.) 

MR. SHONKA: For the record, Exhibit 4 is 

icten note that is dated 2/29 to Steve from 
jeh Resell with an attachment. 

BY MR. SHONKA: 

Q: Mg Goldstone, have you seen Exhibit 4 
y this is not quarterly either. My 



ion is that it is 
; but maybe I woul 
ual b asis. So again, I don* 
m of it, but I do ri 


published 
re it on an 
ave a specific 
: kind of 


page 2 of 


me than 


:nt is the same 



i kind of format" refers t 
aent? 

A: Yes.This looks more 
[ 22 ] Thr .jfr irri page Of the dOC 
123] C|K>Tfie';jhird page of the 
[24] as t^gcond pajgggaiExhi: 
rect. 


o is Rich Russell? 
is the controller of 
s he report to you, 
he reports to o 

o is that? 

t is David Rickard, 
s David Rickard i 
I think then it was] 
■. Roath still with 


you know where he is now? 

I don’t. 

could refer you to the handwritten 
the cover, it says "Steve." I take it 
ogoize that it is directed to you? 

Yes. 

’This is the detail on Camel YAS share"? 
Yes. 

"As usual, your suspicions were dead 

r I* 

Yes. Now I recall this. Yes, I do recall 

: What do you recall? 

I was looking - in my own mind, I was 
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Cl 


interested in whether the controversy regarding Joe 
Pl Camel was decreasing its effectiveness as a 

marketing tool, as a marketing program. And based 
on what I bad heard, and I think it was actually at 
the time I was general counsel of the company, I 
had a sense that some of the attractiveness to 
[T] smokers in their 20’s and early 30’s of Joe Camel 
Pl was being worn down because of the controversies 
Pl over the image itself, because of the public 
[io] relations against it and otherwise. 

(ill And this was really going more to my own mind, 

( 12 ) kind of hoping that the tobacco company would come 
to the conclusion that the image ought to be 


mi 

[i4j replaced. 


ns] Q; And so the reference to "your suspicions 
(161 were dead right," do you know what that refers to? 
[i 7 ] A: Yes. I believe that at the time I had 
pa] believed, my own personal belief, and I am a layman 
[is] in this regard, I am not a marketing expert, but my 
[ 20 ] own personal belief was that Joe Camel wasn't 
pn terribly effective. 

p 2 ] If it ever had been, it wasn't very effective 
[2S] anymore as a marketing tool for the Camel brand. 

P 4 ] Q: Looking at the data on Exhibit 2, could 
ps] you tell me how that supports your suspicions? 
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[il A: I don't think you could look at that data 
P! necessarily on the page, the second page. I think 
pi you would have to look at the third page to come to 
W that judgment. 

(si Q: Would you do that, please? 

Pi A: Yes. I would look at the data on the 
pi third page, and again, I qualify this, I am not a 
pi marketing expert, but if I were to draw trend 
pi lines, and people in the companies and In marketing 

(10] companies are always drawing trend lines, you would 

[11] draw a line from 1992 to 1995 for Camel, and that 
[in was a negative trend. 

[is] And you would draw a trend line for Marlboro 
|(i 4 ] from the same period.That was a positive trend 
[is] consistently. And you would draw a trend line for 
j[is] Newport for that period, and that was a positive 
jti 7 ] trend line also. So you would sec our competitors 
j[is] with positive trend lines and Camei with a negative 
[i«] trend line. 

[ 2 oi Q: Does the data on page 2 have any ^ 

j[ 2 i] significance to you, referring to Exhibit 4? 

[ 22 ] A: 1 don’t know if it is the same or 

pa] different. As you go through this, my 

[ 24 ] recollection, I am smiling because it is now really 

ps] refreshed as to the sequence of events here.__ 
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ti) I received this second page, which is the page 
PI with the Reynolds stationery on it, the chart, and 
pj if you looked at Camel, it showed a very 
(<} significant growth between 1990 and 1995, a growth 
w pattern greater than Marlboro and Newport. 

1 st But based on the operating reports I had heard 
Pi from our management in Winston-Salem when I was 
(bj general counsel and first became chief executive of 
P! the company, I had an instinct that the growth in 
[to] the li^c$g$le of years was not as great as what 
[ii] woui0. be indicated by looking at the chart, if you 

ji 2 ] just Ittokjcd at the chart, that was given to me on 

[is] the Reynolds stationery. 

1 our controller if he would get the 



years between I 
look at trends foi 

n sent me the tre 

fie] basis,' or thcadata from which 
[iB] trend^&4^pnt me a note on 
po] suspifckjpywe confirmed." 
pi; IifcRcct)the Camel brand i 
P 2 | is flat, or even declining. I am si 
(231 a while !to;fcfr e sh my rccollcc 
p<] what hafepen" 

Q: ThirlN U rightf ur ti 


PS] 


0995 so I 
icl 

.datapn an annual 
rSSul| draw a 

g 'Your 






Page 34 



|erstand It. is that pjige 2 oi; Exhibit 
document you reel 

? There is a date tiW 
ier the 26th or th c.28th o f February. 
^KA: 2/26 or 28, '9^Tyes/^ 

BY MR.! 

fen you asked for at| 

PI info nmstortea nd the result, appSfe|'tiylhrce days 
tie] later, w^y^at is now Exhibit had the 

e attachment of which is page 2, and 
g data. Is that correct? 
t's correct. 

the second sentence of the covet 
[is] note it ^^You will note that the gap to 
[i«l Marlbotbhaife&icreascd from 43 points to 52 over 

[i7] the decade." Do you have an understanding of what 

[ib] that is about? 

(i«j A: No; no idea. 

poj Q: Do you recall asking about Marlboro? 

pi) A: No. 1 don’t believe I did. I think when 

pa] I saw this information, my question was answered, 

P3) Q: So the first sentence in the note refers 

p*l to what you had requested, and the second sentence 

ps) is - 
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Ml A: Mr. Russell volunteered that to me. 

Pi Q: Did you ever discuss it with him? 

PI A: No. 

(4j Q: You have seen, haven’t you, the Camel cash 
[s] catalog? .. 

[bj A: Excuse me. I am sorry. 1 can reason .• 

[7j through what Mr. Russell was talking about; now. He 
I8j is obviously just subtracting and coming to a gap. 
pi You can do the arithmetic. He is basically trying 

[10] to tell me what seems obvious from looking at the 

[11] trend data, that Camel had had a spurt of growth 

[1 2 ] but was declining, and the Marlboro brand was 
[is] continuing to grow on a regular basis. 

[141 Q: Again, do you know why he would have given 
list you that information or pointed it out? 

[is] A: I think it is no more than redundant from 
[i7] looking at the flat trend of Camel and pointing out 
[is] that Camel Is flat and declining and Marlboro and 
[is] Newport arc growing. 

[ 20 ] Q: I notice we have been going for about an 
pi] hour now. Would you like to take a brief break? 

[ 22 j A: I am fine. 

[ 23 ] Q: You have seen the Camel cash catalog that 
p4j is currently being used by the tobacco company, 
ps) haven't you? 

Page 36 

[i] A: If 1 have seen it, it is because it may 

pj have been shown to me in Congress in my testimony. 

Pl That would be the only time I have seen it, 
w Q: In fact, when you were appearing before 
[S] the House, you commented at one point that, "I am 
pj not sure what this is other than just looking at it 
m now. But if it exists today, it is not going to 
j [8] exist. I don't know that I can say tomorrow it 
Pl will be gone, but it should be gone.We are not 
[ioj going to use Joe Camel." 
tii] Do you recall saying that? 

ti 2 ] A: I do recall saying that. 

[13] Q: That was in reference to the Camel cash 

[14] catalog? 

[is] A: It was in reference to some catalog that 
[ 16 ] had Joe Camel involved in it.That is about all I 
[i7i can remember. 

[is) Q: Was that the first time you had seen that 
ii#] catalog? 
pc] A: Yes. 

pi] Q: It was your understanding that the Joe 

[221 Camel campaign had been terminated in June, or in 

p3] the summer at least of 1997? 

[24] A: That Andy had made the decision to do 

p$] that. I don't know when all the stuff disappeared, 
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[i] but I do know that that was the decision, correct, 
t 2 ) G: Did you ever discuss that catalog with Mr. 

PI Schindler? 

W A: I don't recall whether it was Andy. It 

Pi was with someone, and it may have been Andy, at the 

pj tobacco company, After my testimony in Congress, I 

Pi did have a conversation with someone in the tobacco 

hpady along the lines of, What axe these people 

i Congress talking about’ What is this catalog? 

Reived some explanation. 

1 : Do.you recall who that conversation was 



enerai 


: No,. It could have been Andy. It could 
Lynn. It could hafe,,been.Fran 

It could have bet; 
am not sure, 
u recall what i 
in the most gene: 

-1 think it had to 
, memorabilia of 
pi] that Joe Camel was part of ii 

pz] catatagthat was already out 

pa) woij^M'^st beyond, I th 
P4| ’98. 

fthey tc why 





Page 36 


:fore it was - 
cy wouldn’t have*! 
s|e the marketing dej 
course it would 

have made the cofeaffifftt^o the House 
exists today,it isto 
at did you mean bymat? 

% thrust of what I mp^P^an t give 
ly what I meant b cc a ifec- haro not in that 
ave it in my merntft^waslthat we were 
to use Joe Camel as a marketing tool 

j think that the tobacco company, what I 
?m the tobacco Company was that they were 
se Camel as a marketing tool, that this 
rical item, and in any event, they would 
tin be sure that he would be out of any kind of catalog 
iu] like that when the offer to people expired, which I 
[is] believe they said was at the end of the year. 

[ao] Q: You made the comment that "It should be 
pil gone." What did you mean by that? If you want me 
p 2 ) to read the whole thing in context I will. 

[Z3] A: No. I think, again, as head of odc of the 
p4j world’s largest companies, I would just as soon see 
psi the Joe Camel controversy gone as soon as 
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It] possible. I don’t think it is in the company's 
pi interest to be, to continue to have that 
Pl controversy fester, I tend to believe that that is 
[<i how the people at Reynolds feel, 

[si But at any rate, that is my feeling, and I 
m think that is what the statement I made in Congress 
pj was about. 

pi Q: Did you make a summary statement to the 
pj people at the tobacco company? 
no] A: I think the people at the tobacco company 
[i i] know my point of view. And as I say, they have 
[t 2 ] already themselves come to the conclusion that Joe 
[i 3 j Camel, that continuing to use Joe Camel is not in 

[14] their interest for a n umb er of reasons.And I 

[is] don't think they have any plans to use Joe Camel. 

[is] Q: You said a few moments ago that they told 
[i7] you that it is not a marketing tool, but something 
[is] else? 

[15] A: What I mean by a marketing tool. I don’t 

po) know what the puipose of Joe Camel as an object in 
pi) a catalog with a lot of other memorabilia is. But 
p 2 ] whatever the reason it is, I think they have the 
[23] same intention. 

p 4 ] My understanding of their intention is that, 
psi the way that it was explained to me was that this 
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[i] would be out of any kind of catalog like this when 
Pi the offer expired at the end of the year. 

p] Q: Did you suggest to the people at the 

[ 4 ] tobacco company that they ought to pull the catalog 

[si sooner than the end of the year? 

Pi A: No. 

pj Q: Did you consider suggesting that to them? 
pi A: No. 

(Bj Q: Did they ask you if you wanted it pulled 
[io] before the end of the year? 

[ii] A; No. 

[iz] Q: Are you aware that people under the age of 
[is] 18 can purchase Joe Camel merchandise from the 
[14] catalog if they pay cash and represent that they 
[is] arc 21 years or older? 

[is] MR. WILLIAMS; I am going to object to the 
[i 7 ] form of the question. No facts are in evidence on 
[iB] that. 

[is] MR. WISE: I don't understand the 
po) question. 

pi] THE WITNESS: Whatever it is, I don't know 
pz] the details of how people can or cannot. I don’t 
[ 23 ] even know whether they arc given out for free or 
p 4 ] purchased. I don't know enough details about it to 
p$] be able to answer the question intelligently. I 
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M) just don’t know. 

p) MR. SHONKA: Just so that we are clear on 

PI the question, would you please reread the 
(<: question? 

rs] CThe record was read as requested.) 

[6] THE WITNESS: I don’t know whether that is 

pi true or not. 

[«] BY MR. SHONKA: 

fo ones has ever discussed that with you? 

.ssume that it is true. Would that be a 
u? 

ILGAMS: Same objection. 
m*gss: My personal pjoint of view, 1 
nt to see a situatidn , 'wlierit young 
using any kind of| 
cigarette image as;.: or an 

y want to keep u| 
d not be somethin! 


BY MR. S 

Q: Last week we took Mr. S 
P3] depositife'^ ; §gd at that time be 
P4] industnlnas s 





that the 


nt about $40 mijlioh oh a public ad 

ba c dt^dompany industry’s 
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McCain legislation 
an accurate one t< 

Is this relevant to this '^ 
2 


[i] vie 
pi million 
pi MR. 

HI inquiry, 

[£] MR. S^tOI^<A: 1 believe so. s 
(«i MR. W^^What does it have tedo^ 

f7) MR. SgtgSSlKA: It is only a cou| 
m questiopgfe#: I do believe that k pertain s to it. 

Pi THpyMjg||j£$$: I cannot tell yo3 : | : Cwimuch 
[io] the indt tofe& pent or what our was. It 

jons of dollars, and $0 million may 
le figure. I just don’t have it in 


[11] is in the 

[1 2 ] be a reai 
113] hand, 

[ 14 ] 

MSI 
[16] 

[It] 

[iej 




BY MR. SHONKA: 
u approved the ad campaign at all? 


Q; 

Q: Have you reviewed any of it? 

A: I don’t believe 3 reviewed any of the ads 
[i»] that were used. 

[ 20 ] G: Who decided that Reynolds would be 
rail involved in the ad campaign? 

[ 22 ] A: I don’t recall that we made any formal 
pa] decision about it. But I certainly believed that 
[ 24 ] the tobacco industry needed to communicate and 
PS invest in communicating directly with the American 
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[i] people. 

pi MR. SHONKA: Could you read that answer 
P! back, please? 

[4] (The record was read as requested.) 

[si BY MR. SHONKA: 

ts] Q: When you say you bad not made any formal 
PI decision about it, what do you mean? 
pj A: You said who decided. Clearly I believe 
pi it is an important thing for the company to do. I 
(io) think Andy Schindler believes it is an important 
(i i] thing to do, and we have participated in doing it. 

(i 2 j I can’t even tell you today, I believe the 

[is] actual investment by our company is probably coming 
(us out of the tobacco company’s budget, but it just as 

(isi easily could come our of RJR Nabisco’s budget. 

(161 Q: Who would decide that? 

[it] A: A lot of it is accounting. 

[io Q: I am puzzled by what seems to me to be a 

[is] rather large ad campaign and no formal decision, 

[ 20 ] A: We don’t do things on a very formal 

[ 2 1] basis. This is dearly something that is important 

[ 22 ] to RJR Nabisco. I stood up pubiidy in Washington 
pa] and said I was going to do this, and I didnlt make 

PM] a formal decision within the company when I said to 
[25] the whole country that I was going to invest in an 

Page 44 

[1] advertising campaign.Things were not that 

[ 2 ] complicated. 

pj Q: So to the extent that a decision was made, 

[4] the decision was made by you and Andy Schindler 

[5] together? 

[6] A: No, I believe this was my decision. My 

n guess is that Andy Schindler approves of it and 
PI agrees with it. 

pi Q: Do you believe that the ad campaign, the 
[io] amount spent on the ad campaign gives you the 

[it] necessary levd of exposure to effectively get your 

[1 2 ] message to the American public? 

[13] A: You know, it depends on how you look at 

[14] things. I think there were a number of issues that 

[is] could well be communicated to the American people 
[is] about tobacco products that would require an 
[17] investment greater than $40 million. 

(is] The product that the tobacco companies sell 
[iej has all sorts of implications attached to it, It 
po] obviously has health consequences and issues, but 
[ 2 il there are political issues, there are social 
[ 2 zi issues, philosophical issues, 

[23] There are issues relating to the role of 

[24] government, what Is the appropriate role of 

ps] government in the private lives of people, how much 
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(i] government ought to be following a political 
Pi agenda, how much government ought to be legislating 
PI what it believes is "good" for an individual versus 
W letting Americans make their own decisions about 
[S] their own lives and accept the consequences of 
m those decisions. 

pi All of those are issues that are a matter of 
Slic debate.As you can see in the newspapers, 

5 th conservative and liberal, over the past number 


1 )0] of 


as there has been a tremendous amount 


pij 'mitten on this subject, and this is an area that 
i tobacco companies, or IUB. Nabisco, 
company that owns assets in the tobacco 
us ip be 

about. It is 

amendment freedoms 

! 

I 

| a brief 



fair for companies 
ig on and comm 
ntaliy what your 
;Ut. 

ON KA: Why don't 
iss taken.) 

BY Ml 
Goldstone, do you 
,t|hc Commonweal! 
> 




tg a question and 
the speech, you sail 
it|sexcise taxes some 
jt did a pretty goodfo 
anti-smoking edu 
enagers, and I 
o you recall that? [ 
recall something 
ou believe that an^ 
ct whether childreiian 



ga 

njune 25th in San 
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cssion which 
'California 
ck.andl 
;ing those 
rograms going 
d some 



yes. 

g campaigns 
adolescents decide 


ally don't know. I must say my own 
at I don’t think anybody knows. My own 
View is that preventing underage kids from 
u probably could make the most progress 
.ve'strong enforcement of access laws. 

[) 7 ] I do think that parental example is important, 

(iai and I think that educational programs might help, 

(ini but I have to be realistic and recognize that 
poi teenagers are very often likely to do what they 
pi| think is in their best interest to do. And what 
pzi they think is in their best interest is very often 
P 3 j not anywhere near the same as what adults might 
p*i think is in their best interest, 
psi So while in theory I think it could help, I 
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tu think it is conceivable in certain circumstances it 
pi could hurt the situation, and in other 
PI circ umstan ces it may have no impact whatsoever, I 
Pi am very cautious in making any judgments about what 
(si can influence a teenager's behavior. 

(sj Q: You said that teenagers sometimes do what 
p) is in their best interests and not what adults 
[sj think- is in their best interest.What do you mean 
p) by that? 

tioi A: When I said to you that I think teenagers 
mi do what they rhink is in their best interest, I 
[123 think that teenagers who are underage may often 
[is] think that it is worth their while to do somet h i n g 
[i 4 ) that they think is hip or cool or grown up, and 
[is] that at their young age they may not be as 
[i«i concerned about warnings that certain activity may 
[in be risky, especially when those warnings relate to 
activity that may be risky where the consequences 
ns] might be felt or might not be felt, and if they are 
[ 2 o] felt, might be felt when they are, in their view as 
pi] teenagers, very, very old. 

[ 22 j Q: Before the Commonwealth Club you said 
P 3 ] that, “California did a pretty good job using those 
p 4 j funds," meaning an increase in excise taxes, "for 
ps] anti-smoking educational programs." What did you 
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[ij have in mind when you said "pretty good job"? 
pi A: What I thought was, if you compared it to 
pi the McCain bill, where it was painfully obvious 
pi that these billions of dollars that the president 
[ 5 ] was proposing to raise from smokers and to use for 
[sj his pet projects having nothing to do with teenage 
PI smoking, I was comparing that with what California, 
PI at least in terms of its excise tax, as I 
pi understood it from my assistants out there who were 
[io] more femiiiar, or my lawyers out there, California 
(in had devoted a significant amount of the resources 
pzi it had raised through taxation at least to the 

(1 3 ) issue of underage smoking. 

(1 4 ] Q: And then you concluded your answer by 

[tsi saying, "And I think it had some impact." What did 
[is] you mean by that? 

[i 7 ] A: I t hink someone had showed me some 
[i«i statistics that showed that teenage underage 
[isi smoking in California for a while at least had gone 
poi down. And while it is impossible to know why it 
pi] went down, at least it is conceivable that some of 
pzi it was attributable to the investment California 
pal made in anti-smoking educational campaigns. 

P 4 j Q: So it is in that sense that you think it 
[ 2 s] could have some impact on decisions to begin 
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(i) smoking? 

PI A: That is really what I said. I don't have 
PI a point of view of whether it docs, and I am a bit 
w skeptical. But I do think that at least the 
p) statistics show that - the two facts that I was 
[«1 aware of in California were 1, California did 
m devote a significant resource to educational 
PI campaigns, and number 2, the statistics showed that 
pi for awhile at least, underage smoking went down. 

(10) A ndna #could argue, at least, and be prepared 

(11) to agpcpt if the evidence were there that maybe 

(1 2 ) that^^^gi3nnection.I don’t know more than 

(is) thatghat is kll I was referring to in the 

[i4| spec 

u have no opinion 
campaigns were 
en and adolesce 
not want to give 
ds of campaigns 
tble period of time ti 


Qf pi 
lie] anti 
it?) pre 
[i«] A: I wo 
(is) that tfess 
po) any 


ns! 




pi) smok: 

P 2 ] If I had to push buttons to 
p3] smokli|gy^somebody would 
P4j cffectilrwa^I would say tong 
ps] acccsspWfe And pai^Ml exa 
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has any 
tion of 
>uth? 


I think is Impor 
think the tobacco 
in the creation and i 
campaigns directfi 
k that is up to each company to 
wn personal view’is that the companies 
Pi shoul4^@0|idcr being involveus 
Pi activiu^a^at help teenagers un derstan d issues 
Pi rela^^^gfisky behavior, and rabfPrlhink it is 

pi) 1 thi^^ince it is an issue relating to 
112 ) tobacd&^Me also ought to be concerned about other 
(is) kinds nsky behaviors. But I think I could see 
[i*l tobacd&Sig^npanies making a judgment that the right 
(is) way tc^M; to help states enforce access laws, 

(is) that thp^jg^gghuch more effective approach, 

(i7) My personal opinion is that it is a more 

(is) effective approach, but I would not object if our 

[i«) tobacco company decided to help responsible groups 

po) develop educational campaigns, which we do in our 

pij "Right decision right now” program. 

P 2 j Q; When you said that each individual company 
pi] should consider being involved in campaigns, what 
P*j do you mean by "should consider"? 
ps) A: I would think every company that sells a 
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ti) product in the United States is always - sells a 
Pl consumer product In the United States, or really 
Pi sells any product in the United States is always 
PI working -with various communities to either make 
[si charitable contributions or to work in areas that 
Pl further the public good.That is part of being a 
Pi responsible corporate citizen. Every company docs 
(8) that. 

to Q: You indicated that one of the best methods 
(id) or components of an anti-smoking campaign would be 
[iij to strengthen enforcement access laws. Did I state 
( 12 ) that correctly? 

(ii| A: Realty to enforce access laws I think is 
(it) the more appropriate way of looking at it. From 
lis) the little bit I have seen, and I am no expert on 
(is) this, most states do very little enforcement of 
[i7] their own access laws. 

[i8i Q: What have you seen on that? 

[i9j A: Just general conversations with either 

po] people in our tobacco company or in reading 

pt] material that I see publish cd.Thcre is quite a 

[ 22 ] lot published on the subject. 

pj) Q: Do you believe the public health indtistry 

p4] can do a better job than the industry in preventing 

ps] youth smoking’ 
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[i] A: Well, I think the public health community 
PI could really make an enormous contribution that it 
Pi so far has not made by becoming more realistic and 
[4] reasonable in its approach to the issue, 
is] I am afraid that there are so many public 

[8) health groups which have built up administrative 
[7] bureaucracies founded on simply engaging in 
(bi unending litigation and hostility with the tobacco 
m industry, that it is probably very difficult to get 
(io) them to focus on reasonable resolutions of these 
[iij types of issues. 

M 2 ! Q: When you testified earlier this year 

(i3) before the Senate Commerce Committee, you said, 

It*] ’The only thing I can tell you philosophically is, 

[is] it is the difference between really the proposed 

[tel resolution that says, Look, we are not going to 

(i7) look to the tobacco companies to educate people on 

(is) the risk of smoking and whether young people ought 

[io] to smoke or not.We think public health groups and 

poj others can do a better job on anti-tobacco 

pt] advertising than the tobacco companies can do." 

pa] Just to put it in context, you continued, "And 

poj I do not mean that facetiously. I just mean that 

P4) this is one of the benefits of a proposed 

ps) resolution that lets us go about selling cigarettes 
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HI responsibly under a comprehensive regulatory 
pj scheme." 

PI When you said, 'We think public health groups 
,(i| can do a better job," what did you mean? 
tsj A: Nothing more than the logic of the fact 
1«1 that there are literally scores and scores of 
PI public health groups who do nothing but stand for 
sition.for an anti-tobacco proposition, 
buld seem logical to me that these groups 
ve the incentive and the expertise and the 
a to promulgate anti-tobacco advertising 
tobacco messages, 
lere isn't a really logical reason to 
at a producer of tobacco products or a 

retailer of 

’e the primary focus of 
are enough 



w of tobacco pro 
obacco products ought to 
tcco message, 

: there who arc 
-well. 

i have said that an 
isii ami-smoking campaign neei 
tzzi parental involvement. Do yi 
p3i mc^git%jmoking cessatio: 

: Arc, 



ONKA: Directed 
ITNESS: I am goin, 
it to make it as clear 
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’OuthJ 

»»r.v?cf?N 

■erthis, 
as I can.I 
.Ifjappen to be 
iduct company, but 


vledge in this area is reatlyjio greater than 
your colleagues. 

i far as what -1 hafaa&n.tn ihrlifve that 
; way for underage teehagtfrs is - the 
’ is to keep them f^S^i ; s|onvince them not 
se in regular smoking in the first place. 

I to me is the most important thing, 
can't say to you that part of an overall 
I couldn't include a cessation program. 1 
tere arc products on the marketplace now 
able to people to help them stop 
[i7] smtiking ifthey need the help. 
li»i My own personal experience in the area is 
(tq that, at least I didn't need the help, but I 
po] recognize that some people might in stopping . 

{ 2 ii smoking. I see nothing wrong with people getting 
m involved in those activities as well. I have no 
123) idea whether they would be effective or not, 
p<l though. 

ps) BY MR. SHONKA: 
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(<l Q: Do you have any understanding as to when 
Pi most smokers begin? 

PI A: No. 

!4| Q: Do you disagree with the statement that 
(sj most smokers begin smoking before the age of 18? 
Pi A: I couldn’t disagree with it or agree with 
(7) it, It doesn't accord with my own personal 
m experience, but it wouldn't surprise me if that 
Pl were true. But I don't really have evidence one 
(io) way or the other. 

(i i) Q: Have you discussed that with the tobacco 

liT) company? 

its] A: Not too much. I have read quite a bit on 
(uj the subject, both people making that statement and 
[is] other people critidzing the statistical 
[i«l foundations for that statement.And I really don’t 
[i7] have conclusions myself one way or the other, 

MSI Q: What have you seen that questions the 
tie) statistical foundations for the - 
po] A: I can't recall now. I do try to keep up 
pil in reading the massive amount of material that 
[ 22 ] comes across relating to the various aspects of the 
pai tobacco controversy, and I have generally found 
[24) when it comes to that controversy that statistics 
ps) can be kind of manipulated both ways. 
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[1] I recall on that issue as well there have been 

[ 2 ] arguments on the subject. 

pi Q: And those arguments are? 

(4i A: I think it is generally accepted that most 
[si people start before the age of 18, start becoming 
Hi regular smokers. But I believe I have read 
P) material that has been published that questions 
Hi those conclusions, but I can’t give you any 
pi specifics on them. 

[ioi Q-' You agree that tobacco products are and 
[ii] should be consumed by those over 18? 

[i 2 l Ar 1 believe that tobacco products, if they 
[i 3 ] are to be consumed by a person, somebody should not 
[uj make the decision on the subject before they are 18 
tis) years old. 

[is] Q: You said that it is generally accepted 
nr] that most people start before 18. 

(uj A: I think that is generally accepted. I ^ 

[is] don’t know if it is true or not, but I think it is ® 

[ 20 ] generally accepted. w 

pi] Q; Does that, to your knowledge, affect the 

[221 way that Reynolds decides how to market and 

tai advertise its products to people who are over 18? < 

p4) MR. WILLIAMS: Does what? 

ps] THE WITNESS: The fact that people start, 


cn 

to 


Page 53 • Page 56 (3.6) 


Min-U-Script® 


For The Record, Inc. — (303)870-8025 


http ://legacy.library.ucsf.ecfic(ti(rizife:aTl^fi£l/|)fflMvw.industrydocuments.ucsf.edu/docs/yjxl0001 






RJ. REYNOLDS TOBACCO COMPANY 
MATTER NO. D09285 


STEVEN F. GOLDSTONE 
August 5, 1998 


PI it is generally accepted that people start - 
PI BY MR SHONKA: 

pi Q: That most people start before the age of 

w 18. 

[si MR. WISE: Object to the form of the 
tsj question; speculation. 
pi THE WITNESS: I believe that it does not 
PI have anything to do with Reynolds' marketing plans, 
pi if I uiailersismd your question, because I believe 
(iq thatateynpjfls focuses its marketing campaigns 


pi) towa: 

on r 

I-.3) Q| 
(i4j assulr 
(is! smo^ 

(i7) assum 

(is) truen 

|is) MR) 
poi assufii 
pi) Tl| 


p4j that m 
psi which 


pps&pie who are in their 20's and older. 

i BY MR. SHONKA: 

Irrlil you think that most people, or the 
ptiomif you will, that most people begin 
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ect the way in 
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(ft before age 
s ; ideration by 
I and advertise 
sJ8? 


(id A: l nsns; to tell you, I am really not sure 
(iz) what yguij|ean. I will give you an example, and 
(is) then ma^ym; it will help you and me understand each 
(i4) other htetc*a little more. 

(is) I thhajlgReynolds is sensitive to and aware of 

(is) the facljthaiyDpopIe, teenagers who are underage 

(it] often doBegm to smoke when Reynolds itself and wc 
((*] and most of the country do not want them to do 

(iq that. And while wc cannot control their behavior, 
poj I think Reynolds does take steps in its marketing 
pi] plans that arc sensitive to that issue, 
pa) Reynolds, and I really do not have the details 
P3| on it, but it has been explained to me on a number 
p4j of occasions as to how Reynolds attempts to focus 
ps) its consumer advertising on people who are in their 
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[i] 20's. And to the extent that as they are analyzing 
pj their advertising plans they get a sense that their 
p) themes could conceivably skew younger, rather than 
(4; older, they do eliminate those kinds of themes. 

(s) As I also understand it, they do most of their 
pi research on consumers who are in their 20's and 
(7) they stay away from advertising that coulthseem to 
pj be directed to people who are 18 or 19 or even 20 
(si years old so that they try to create a safety gap. 

(io) And to me, that means that they arc sensitive to 
(iij the fact that underage teenage smokers do smoke 
[i 2 ] cigarettes even when we all want them not to do 
M3] that. 

114] Q: Are you aware of when Reynolds Tobacco 
I [is] first began to limit its marketing research to 
[is] people over 21 and older? 

|(it] A: No. 

(is] Q: Are you familiar with the term "first 
(iq usual brand”? 
poj A: No. 

pi) Q: You have never heard the term before? 

P 2 ) A: I don't think so. 

[23] Q: FUB? 

P4] A: No, I am not familiar with that term, 
ps] Q: How about "First usual brand, younger 

Pegs 60 

(ij adult smokers"? 

[Z] A: I am familiar with the term "younger adult 
pj smokers," but not "FUB" or "first usual brand" 
pj alone or in conjunction with "young adult smoker." 
pi Q: Let's take one more combination. How 
[6] about "FUBYAS"? 

m A: I am not familiar with the term. 

[ai Q: You have never discussed that with Lynn 
pi Beasley or Andy Schindler or anyone else in the 
hoi tobacco company? 

(iij A: I don't think so. It is conceivable that 

(iz) the term may have been used in some big reports I 


ns] may have seen or otherwise. I don't know. But I 
(i4) don't recall hearing it, seeing it or talking about 
(is) it. I don’t know what it means. 

(iq Q: In preparing for your testimony before the 
ti7] House and Senate, did the term "First usual brand. io 

(is) younger adult smokers strategy” ever come across » 

tifll your path? ^ 

po) A: No. t*> 

pi) Q: No one ever discussed it with you? io 

P 2 ) A: No. w 

[23] Q: Has anyone ever told you that the tobacco 


(24) company does or docs not use the first usual brand, 
ps] younger adult strategy with regards to marketing 
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P) 

Pi 


(it the Camel brand? 

A: No. No one has ever told me that. 

Q: I used that last sentence in the present 
l*l tense. Let's take it in the past tense. Has 
(ss anyone ever told you that Reynolds Tobacco utilized 
(«j a FUBYAS strategy with regard to marketing - 
A; I don’t recall ever discussing the subject 
■anyhpe. 

J: So are clear, let’s assume that 

f does not direct its Joe Camel advertising 
Eiose upder the age of 18. 
an count on it. 

fc That being the case, would it matter to 

; its Joe Camel campaign appealed to 
pr the age of 18? yg|P®f 
t: It was a premise of my testimony in 
(i7i Cciip^liAid more importan|of,|he' : |)rigmaI June 
(is) 20th agrdpnent that in order |paRud|inaliy the 
(t^ co^^^^sy regarding tobacco and the marketing 
( 20 ] a elites f tobacco compani|l^^ would probably 
( 2 i( have to eliminate the tobacc<t^Hi^Qies’ 

1221 consutytio nal rights pretty much completely, And 
[ 22 ] that w^^onaething the tobac^ofompanies were 
considcr pn^ c Tun &sSdfatea&r ecment. 
reason^^hat all consumer product 
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[i] why you need to have good strong access laws and 
Pi good parental involvement when it comes to teenage 
PI activity. 

(4] Q: Would it matter to Reynolds if its Joe 
is] Camel advertisements and promotions primarily 
[s] appeal to those under the age of 18? 

(M MR, WISE: Object to the form of the 
is) question. 

pi MR, WILLIAMS: I will object as well. 

(id THE WITNESS: I would be very interested 

(i t] in any evidence that suggested in some concrete way 

(i 2 ] that the advertising of the product was either 

[is] directed -1 don’t think you used the word 

[Hi "directed." I think you said appealed primarily 

[is] to underage teenagers. Yes, I would be interested 

lie] in that. 

E17] BY MR. SHONKA: 

(is) Q: What do you mean by "interested in"? 

(i#l A: I recall actually visiting one of the 
po) Reynolds advertising agencies that I think was 
pi] involved in the Joe Camel campaign, which is not 
P 2 ] typical of what I ordinarily do in my role. I am 
[»] 


not normally visiting advertising agencies for our 


pi] operating companies. 


(2S) 


But I did want to understand some of the 
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, and the tobacco company is a consumer 
mpany, need to corftrruiniCatc with their 
in order to survive ..iasie i^Er to prosper, 
compete. It is rcaRf'ffilTtS&ly weapon 
the major weapoiityHFTEas. 
en you communicate thsfljhEh advertising 
ustomcrs.you neetlto use images that 
vc, images that are PepSife, not ugly, 
ig. So that an imag<yaf|y&|nd$ome man 
girl or a nice lookifigearor an 
dscape are all typical images, 
ges used by all consumer product 

annot sit here and say that an 
ngdel. an attractive landscape, an 
idc, something that is directed to a 
lit] 24-year-old or a 25-year-old, that is attractive to 
n«] that 25-year-old simply because it is directed to 

(19) that 25-year-old could not conceivably be 

[ 20 ] attractive to a 16-year-old ora 17-year-old,That 
( 2 ij is in some ways not a shocking consequence of 
pa] consumer advertising. 

(23] And it is kind of a necessary fall-out of 

[24] exercising your constitutional rights and of 

[ 2 si competing as a consumer product company.That is 


[i] background of Joe Camel. 1 did want to see some 
Pl data fhat would let me have an idea as to who was 
pi attracted to the Joe Camel campaign. 

[ 4 j And I recall being shown material, I think not 
(6j just at that advertising agency, but I do recall at 
[6] that advertising agency that suggested quite 
Pl strongly to me that the primary appeal of Joe Camel 
[a] was to people in their early 30’s and mid 20’s. 

[ 9 ] 1 did see also in that data that some of the 

[10] attacks on Joe Camel were having a bit of an impact 
(m) on these consumers who - I think their negative 

[i 2 ] view of Joe Camel or their lack of identification 
(is) with Joe Camel was increasing, not dramatically, 

(i4) but I recall a little bit. 

[is] Q: Which was the ad agency? 

[i6] A: It is here in New'York. 

[it] Q: Mezzlna/Brown? 

[io] A: Yes. 

[i9] Q: When did you meet with them? 

po] A: Sometime in 1997. 

pi] Q: Before or after the Joe Camel campaign was 

( 22 ] terminated? 

(23] A: Before. 

(24] Q: I would like to go back briefly if we 

( 2 $) could to the FUBYAS questions. I will hand this to 
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HI you and tell you that this was marked as Exhibit 24 
PI in the deposition of Diane Burrows. Before you 
Pl look at the document, my understanding is that you 
f*l have - or you testified a few moments ago that you 
|S] met with Mezzina/Brown, and that was for what 
[s] purpose? 

m A: To get a better understanding of some of 
Pi the background concerning the Joe Camel campaign 
Pi and pbtentia| replacements for the Joe Camel 
t«] camp^gffcga?' 

nil Q: In the process of getting background on 


l'»! «:» 

[iz] thejtj 
[is; comjj 
[i<l mean 

ns] A: ! 


ie process of getting background on 
|g|gl campaign, did you also look at 
documents? And by "company documents," I 
qj& c tobacco compary. 
meal documents? : ^ 


:'c<|hes or 
^documents that 


[is] Q: Have ygsu previously in yo&r'1|S'tic(|hes or 
[is] tcstinpgty.pjjlerTed to older cornp^l^dlcuments thai 

pi] A: have referred to 

[ 22 ] documents that have been eithtlnfllfil to the press 
123] or publuEpMar either Congres^^^^xman or 
p*l someone eLsei** 


cco company? 
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[i] seen this document before, no. 

pi Q: If you could turn to a page in the lower 

pj right-hand comer which has the number RH0003775. 

A: I have that page. 

[S] Q: If you look at the bottom of the page, 
pj there is an asterisk, and it says "First brand 
p] strategies appeal to 18-year-old smokers rather 
pj than switchers age 19 to 24." 
p) A: Yes. 

[io] Q: Does that refresh your recollection at all 
[i ij as to any discussion you had with the tobacco 
[i 2 j company concerning - 
[131 MR. WISE: It is a document from 1984 that 
[H] he just said he never saw. 

[is] THE WITNESS: I don't have a recollection 

[is] pf any such discussion. 

[17] BY MR. SHONKA: 

[it] Q; I am just trying to refresh your 
[ie] recollection on the subject. 

po] A: Yes. I understand what you are trying to 
pi] do. No, I have no recollection of this. 

[225 Q: It does not trigger anything? 

[23] A: No. 

[ 2 <] Q: You have not seen this document? 

[25] A: No. 
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[ij MR. SHONKA: Please mark the next exhibit 
[ 2 ] as 5. 

p] (Deposition Exhibit Goldstonc 5 was marked for 
I*] identification. Exhibit annexed hereto.) 

[5] MR. SHONKA: For the record. Exhibit 5 is 

[«1 a memo dated May 12,1989 from G.C. Pennell to 

Pi Mssrs. Schwaig, Dunn, Richter, Morgan and Cortina. 

Pl BY MR. SHONKA: 

Pi Q: Have you seen this document before, 

[10] Exhibit 5? 

[11] A: No. 

[1 2 ] Q: Do you know who Mr. Pennell is? 

[13] A: Yes. 

[14] Q: For the record, who is he? 

[is] A: He is head of Reynolds' sports marketing 
[is] program today. 

[17] Q: In 1989? 

[18] A: I don’t know. 

[iB| Q: If you turn to the second page of the 

po] memo, the second bullet point, it says "While our 

pi] target should remain YAS males and assume a FUBYAS 

[ 22 ] strategy, we must remain sensitive to not 

[23] alienating females given the growth seen among this 

[24] group.” 

PS] My only question is, does that refresh your 
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[t] recollection at all as to any discussions regarding 
ra a FUBYAS strategy? 

P) A: No. 

[4) Q: Several times today you have talked about 
tsi conversations you have had with the tobacco people 
P! regarding the steps that they take to make sure 
Pi that advertisements do not appeal to those 
W iflrTderagjp. Do you recall that testimony? 

W 
[101 
I'D 
[ 12 ] 

[13] 

[1«1 

[15] 

[ 16 ] 

[131 
[1SI 

[1B| 

[201 
PD 



your House testimony on the 29th, you 
id that Reynolds speaks to panels of 
5'nsurhfcrs starting at the age of 21 up to the 30's 
t> 40.1s:and asks them. Does this advertising 



o you, number 1, 



u also said, and 1 am qi 
ey sayjjj skews younger 
iumers would 
we don't use it evi 
u recall that te 
A: 1 don't recall it, but I 
[ 22 ] dodbiyyiidn’t give it. 
pa) (SPYouskon't have any rcaso 
P 4| didjfiye it.Th 




skew older or 

png "And if 
is any risk 
rtisement skews 
people like 

n to 




to^doubt you 
u did give 
negative 
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m * ssaas ®* iX 1 -. J 

PI A 'didn't give you a doublthgggative. I 
Pi gai< Qfc& e no reason to dou||Sut^ didn't give 
[4] the^estifnony. j! * 

6fe^§mr earlier testimony today Concerned 

}ns you have had w fe&abgi lobacco company 

ithecffor tey akcwaTOid 

ag to underage smol 
rect. 

ic reference that I jiist readme you from 
je testimony, is that the sort of thing you 
Iscussed with your tobacco company officials? 

M- 

d4| q^i^thing else? 

[is) ^||^|}L|.IAMS: That is a little vague, 

[16) THE WITNESS: The subject of the tobacco 

[17] company’s intention, policies and procedures to 
{la] avoid, either intentionally or inadvertently, 

[ib] focusing promotional efforts on underage teenagers 
po] has been the subject of discussion between me and 
pi] management of the tobacco company. 

[22] BY MR. SHONKA: 

[ 23 ] Q: In those discussions, they have told you 




p4] that they asked questions in focus groups? 


psi 


A: Sitting here today I cannot give you the 
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[i] specifics of the discussions of what their 
pi procedures are. I can only tell you that my 
pi discussions with them left me satisfied that they 
[4] are genuinely and carefully focused on the issue. 

Pi which is what is important to me as chief executive 
[8] of RfR. Nabisco. 

p Q: Going back to your House testimony, you 
(91 said, "And if they say it skews younger and there 
p is any risk that consumers would think an 
(i9l advertisement skews younger, wc don't use it even 
[id if the older people like it." 

[i 2 l What did you mean by "any risk"? 

[13] A: I don't know that I had a specific meaning 

[14] in mind when I gave the testimony. 1 do recall 

ns] that my understanding was at the time that Reynolds 
[i«l in certain - when developing campaigns does make 
[i7] use of panels of people, and they are asked 
[is] questions that include questions on,for example, 

[is] Do you think this advertising skews younger than 
po] your age or older than your age. 
pi! And that if they saw, based on the evidence 
[ 22 ] they were getting, that a certain kind of execution 
( 23 | of a campaign, they saw a very real indication that 
p4j this was skewing too young, they would not use it. 
psi That is my understanding. 
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pi Q: last week when I deposed Mr, Schindler, I 
p had defined "appeal" for him as meaning kids 
pi noticed an ad, that they liked it, and that they 
I*] remember it, or actually they like the ads, that 

[5] they remember them and that they appeal, that they 

[6] remember the ads, 

pi I asked him whether it was a concern to 
p] Reynolds if its advertisements appeal to kids, and 
pi his answer was, "No, that is not a concern.They 
hoi notice, remember, and like the beer ad.You are 
jin going to ban beer advertising? If some kid says, I 
[121 saw that billboard and it had nice colors, what am 
[is] I supposed to do? Your solution to the paradigm 
(u[ here is, I think you need to petition Congress to 
[is] ban all advertising on age restricted products." m 

[i6] Is it an accurate statement that Reynolds has w 

[in no concern if its ads appear to kids? 
fis] MR. WILLIAMS: David, I think it is only 
[iei fair, there was pages and pages of testimony on 
poj that issue, and the answer was pretty clear, Why 
PD don’t you ask him a direct question without 
p 2 ] reference to the Schindler deposition? 
pa] THE WITNESS: I have gone through at 
pi] length, and you will see it in the transcript, what 
psi I think is the public policy issue relating to the 
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|i] necessary use by a consumer product company of ads 
P] that are attractive in order to com mun icate with 
PI its legitimate adult consumers, 
t*] And I have told you very frankly that I could 
is) not say that ads with attractive models or 
|6] landscapes or attractive vehicles could not also 
17 ] appeal or be appealing to a 17-ycar-old, 
tag notwithstanding the fact that the ads arc clearly 
cm directed to adult consumers. 


(ioi t: 

(itl advertis! 
112 ] in the 
[131 with |Ji 
[i4) health 
[ts] Sof 

[16] 

[17] isn’t 
[is] we were 
[i»! Thj 


tcessary consequence of 
ie industry tried to deal with this 
i agreement, and would have dealt 
■ljune 20th agreement if the public 
ity wanted to resolve issues, 
t tbink it is fair to saH&at , 

>ne else isn’t inte|0ifil| in it, 

;d about the subject, because in fact, 
to deal with the |ssupc<| mpletely. 



pi] reqi 


| our constitutional 
,our culture, and of 
w that these com; 

( 22 ] each other. It is required by lawf 
P3] Trade Commission administers. 

124] So y# cannot compete witlf ad$ 
psi unattrac^i^|.p pcopl^^ilit is m 



|ij way fj 
pi 

p] Q: I 
[4] the 
(si Congresj&to 

[6] produci 

[7] advertisi 
[«] solutio 
[9] Ml 
[to] form. 

[it] THE 
M 2 ] terrible 
[13] broad-b. 

[uj good 
[is] that In 
[i6] activity 






umer product co 
BY MR. S 
iead the comment, * 
here is, I think yo 
ian all 
you believe that 
all age restrictive 


MS: I am going to 



compete. 


ution to 
to petition 
strictive 



is the 


:o the 


d be a 


ESS: I think that 1 
e for the country. I don't think 
bans on constitutional freedoms are a 
deal with narrow issues and problems 
ways have nothing to do with the 
eing banned. I think that would 
tin be a terrible mistake. 

[is] BY MR. SHONKA: 

[to] Q: Would you ever advocate the use of a third 
[ 20 ] party to test advertisements and promotions among 
pil youth and adults to determine whether the 

[ 22 ] advertisements and promotions appeal to those under 

[ 23 ] the age of 18? 

P4) MR. WISE: Let me ask whether "appeal," 
ps] you are still using your definition of "appeal," 


[1] which appears to have no component of having any 

[ 2 ] influence on conduct whatsoever, 

pi MR. SHONKA: Let’s go with my definition 
w earlier.That is fine. 

P 5 THE WITNESS: I don’t think things like 
pi government censor boards have ever worked in the 
PI past. I doubt they will work in the future- 
[B] BY MR. SHONKA: 

p] Q: Actually, I wasn’t necessarily talking 
(ioi about a government censor board, just a neutral 
(in third party of some sort. 

|(i 2 ] A: There is no such thing. And it is 
ini censorship no matter how you do it.We are talking 
[ 14 ] about, and I think anybody who applies some real 
[is] common sense to the issue will understand that 
[is] these are extremely subjective issues. 

|jin They are a matter of tastc.And this kind of 

(18) beauty or appeal or whatever you call it is truly 

(1 9 ) in the eye of the beholder, and you cannot form an 
po] objective conclusion on these subjects. 

pu And again, I am frank to tell you that 
[ 22 ] advertising that is appealing, and advertising 
pal should be appealing, to the target audience of 
| P 4 ) adults who are in their 20's and 30’s or 40’s is 
ps] very possibly going to have some appeal to a 
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[i] 17-year-old. 

(21 We have ads, our competitors have ads, the 

( 3 ) liquor companies have ads that use very attractive 

[ 4 ] 28 to 30,32-year-old models. Now, I cannot say 
15 ] that that attractive model might not appeal to a 
is) 17-year-old, or an attractive picture of an ocean 
pi or a plane flying across the mountains. 

[Bj But I don't see what you could accomplish by 
Pi asking any individual to apply his or her own 
[io] individual taste and subjective views and come to 
[ill some conclusions on it. So I don't think that is a 

(1 2 ] very practical solution. And it still is 

[13] censorship. 

[i 4 j Q; Just to pursue that a moment, if this were 
(isj a neutral board that would question, first of all, 

(ie) be restricted to reviewing advertisements on age 
[in related products, and secondly, would screen them 
[it] to determine whether there was an undue influence, 

[ 19 ] as opposed to an incidental one, among underage 
poi people, would that obviate your concerns? 
pu A: I don’t know what the words mean. I don’t 

( 22 ) think as a practical matter there is any human on 

[ 23 ] earth that can apply some consistent standard that 
[241 we could all agree to on matters of taste, on 

ps] matters of what appeals to the human senses on a 
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[i] subject of teenagers, that they don't know and 
Pl understand anyway, whom they don't know and 
PI understand anyway, and apply that in some 
t*l objective, fair manner, and that in the end, that . . 
K it all goes to some purpose, because we don't know 
(6) that any of this has any relationship to why 

[7i teenagers start smoking in the first place, 

1 it yould be a complicated process that 
It be workable as a process and might 

no objective in any event, even if it could 


u think that the Joe Camel campaign 
[13] a pealed to kids under the age of 18? 


about it 
chief 
concern was that so 
ehev&i the 

Camel, that 
e use of Joe 
ng-term 



er really made a j 
don’t have a basis l 
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E: Object to the f drippsl 
NESS: It is a conccrttro ine that 
,ge smoker uses a&giilf'Qf our company’s. 
,e evidence is develdped at your trial that 
smokers are usinginy oThur brands, I am 
e concerned abnu kthar^J 
hether they started to smpke our brand 
elr friend did, thejPUpH smoked it, 
r sister smoked it e fehjigaas e of Joe 
because of no adverusing/the concern for 
same. 

BY MR. SHONKA: 

tobacco company is a wholly-owned 
of RJR Nabisco? 


it is an independent operating 


(in company? 

(is) A: We treat it as an independent operating 
(is] company, correct. 

[ 2 oi Q: You have said several times that business 
pi] decisions that affect tobacco are principally made 
[221 by those in the tobacco company? 

[23) A: Andy Schindler is responsible for the 
p4| operating decisions in the tobacco company. 

( 2 S) Q: That being the case, my understanding, and 
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til indeed Mr. Schindler’s testimony is that RJR 
Pi Nabisco represented the Reynolds companies in 
pi negotiating the June 20th agreement. Is that 
PI-correct? — 

pi A: That’s correct. 

[«] Q: Why was that? 

Pi A: I really think inadvertent circumstance 

[bi more than anything else.You will recall that the 
pi negotiators of that June 20th agreement were the 

[10] chief executives of the parent companies of each of 

[11] the tobacco companies. 

[121 The chairman of Lowes Corporation was the one 
[i3j negotiating the interests of LoriUard.The 
(i4| chairman of Phillip Morris Companies, Inc. was the 
[isj person responsible for negotiating the interests of 
(is) the Phillip Morris USA Tobacco Company. And the 
[i7i chairman of BAT Industries in London was the person 
[is) responsible for negotiating the interests of their 
[is) tobacco company. 

[ 20 ] And I believe this really came about as a 
pi) result of our Interests of chief executives of 
( 22 ! these publicly-traded companies in terms of 

[23] resolving a controversy, a public controversy that 

[24] we saw affecting operating assets of ours, as well 
ps] as potentially affecting all of the unrelated 
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[i] assets that we owned. 

[21 Q; Mr. Schindler indicated last week that he 
Pi had prior notice of the settlement discussions of 
[4] only a day or two. Is that your recollection? 

[si A: My recollection is he may have had a bit 
pi more advanced notice, but Andy was not someone I 
pi kept informed of my discussions on a regular basis, 
[ft] Q: Why is that? 

Pl A: No particular reason.These were subjects 
[io] I was discussing with the chairman of the holding 
in] companies relating to each of our assets In the 
[izi U.S. regarding tobacco, and I didn't feel the need 
[i3| to have to talk to Andy about it on a regular 
(i4| basis. 

[is] Q: When you say 'The chairman of our holding 

lie) companies," in that context you mean the RJR 
(i7) holding companies? 

[is) A: RJR Nabisco was a holding company. Lowes, 
[is] I believe, is a holding company. Phillip Morris is 
[ 20 ] a holding company and so Is BAT, 
pi] Q: So "holding company” in your answer refers • 
[ 22 ] to all the tobacco companies? 

[231 A: Correct. 

[ 2*1 Q: Since the June 20th agreement, you have 
PS] testified twice before Congress? 
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(l) A: Yes. 

ra Q: You have given a speech at the National 
pj Press Club in Washington in April. You have given 
HI a speech before the Commonwealth Club, I believe it 
[si was, in San Francisco? 

[5] A; Yes. 

p] Q: You have been interviewed by The New York 
[»] Times Magazine? 

u given other speeches or 
relating to this? 
e I have spoken at the Kiwanis 
nix, Arizona, and I believe I have 
jusj^ecently at the Cleveland City Club. 

’ ers? 

1 1 recall. 

the New York Tithes Magazine, were 
ed for any other |rti<;ies? 
mend that, I think|^te^|eak to 
’all Street analysts aj&w tenths back 
in legisiation. I do 

[ 22 ] have been interviewed by anyl 

(23] cxtens#e|gaY, maybe a quote 
P4] Q: Gprnig t#c speeches and (e 
ps] inti 
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think there is any ] 

.certainly happy if Apdyaa&nts to talk 
ct.There is no reasoh'w^' he 

as constitutional rights, evert though he 
utive of a tobacco business. And if 
|in his company's he 

jits to talk on the si 
an any other subjec 
i»t trying to intimat^^^s any 
atisfaction with him’; I am chore 
i the decisional process, 
fc is no decisional process. I believe 
[uj it is in 0e^ompany's, and that is RJR Nabisco's, 
ns] interes ajsa&a n owner of significant assets devoted 
tie) to the ^^^^ion of tobacco products in this 
[in country to speak out concerning the issues 
tie] surrounding tobacco, because I think if we don't 
[tsi end up with a reasonable dialogue and if people are 
[zo] not willing to take the time to really look at the 
pi] facts, we will not have a resolution of these 
( 22 ] issues for many, many years to come. 

[23j And that will not be in the interests of the 

P4j shareholders of RJR Nabisco. 

ps] Q: Earlier you mentioned that you had some 
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[i] contact with Mezzina/Brown, with the ad agency? 
pi A: Yes. 

pi Q: What contacts do you have with other 

[4j companies working on advertisements for the tobacco 

[si products? 

tsi A: I have met briefly at a social occasion or 
[7] two with some of the representatives of the 
[a] advertising agency which is working on the Winston 
m "No bull" campaign. And that is basically it, I 
|io] think. 

[uj MR. SHONKA: I a$k that we mark the next 

[1 2 ] exhibit. 

[13] (Deposition Exhibit Goldstone 6 was marked for 
[H] identification. Exhibit retained by counsel.) 

[isi BY MR. SHONKA: 

[ 18 ] Q: Mr. Goldstone, could you identify Exhibit 
[i7] 6 for the record, please? 

[isj A: Ycs.This is a letter I received from 
tie) John Mezzlna. 

[ 2 oj Q: On January 2nd, 1997? 
pi) A: I think about that date, yes. 

P 2 ] Q: Is this a letter that references the 
ps; meeting that you mentioned earlier in your 
P4] Testimony? 

p$l A: Yes, it does. 
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[i] Q: And the letter refers to a new Camel 
P! advertising campaign, or campaigns, plural. Do you 
pi see that? 

[4] A: Yes. 

pi Q: What are being referenced? 

[6j A: What 1 recall is the 'What you arc looking 
pi for" campaign, 
m Q: There were not - 
pi A: That is the one I recall. I don't even 
j[io] know that it was called the "What you are looking 
mi for" at the time. But that is the campaign I know 
M 2 ] I had seen at that time. 

[i3l Q: And he gave you or sent you a set of ads? 

[14] A: Right. It was about that campaign. 

[is] Q: Was anyone from the tobacco company 

(16) present at the meeting that is referenced in 

[17] Exhibit 6? 

[is] A: Yes. I believe Andy Schindler and Lynn 
[iB] Beasley. 

poj Q: Reynolds, RJR Nabisco has a moral, legal 
pi] and ethical obligation to its shareholders. Is 
P 2 ] that correct? 

123] A: I think we have -1 don't know really how 
P4] to describe it. We clearly have legal obligations 
ps] and professional obligations to our shareholders. 
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[i] I think you always have an obligation to be moral 
[zj and ethical in anything you do. 
pj Q: And it also has certain obligations, does 
[*f it not, to its legal customers, meaning those over 
(si the age of 18? 

(6) A: I think a major corporation in this 
(7i country has ethical obligations to everyone. 

[si 1ST: Bufspecial ones to the consumers of its 
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ik you have obligations to your 
i. y«- 

hose obligations in the case of 
extend to the youngest consumers, those 


; ou don't want, but 1 


(i«l yUJj^lM't want you to mixvo 
(i 7 ] klowingpiat you are doing It <5 
ti«] nqj|&pcorners. Our customers! 
(isi spmefflhfis retailers and otheqy 
poi aplrramh that, I think we c|wr! 
pi) obligations to those who coosi-a 
E22) fair, ifot^ro be misleading, an<^^ 
(23j quajj^pra&uct and to produce 
pa] proc$i§§^iat we are j|i§i 

psi cipdainiy yoSibSwe tha 


: the T-shirts 


srds without 
istomers are 
stributors, 
k we - but 


!§%ir products to be 

S uce a high 
uaiity of 

o the legal 


(t) market, t|ose over 18? pIUH 
P) AQpfre is only one marketed 
pj marireiigl those who can leg^ffi^o 
(4] pro<^)Cta > .That is the market |o wh i' 
(si refecrigg/in this colloquy, ycl 
(«1 about tbc illegal mste! 


^thatisa 

bosume our 


|I mean those who you say^you don't want, 


nonetheless consult 
b licet the T-shirts at 


products and who 
|ghters and 


(si reiem^ui urns couoquy, yes. \ 
t«j Q &Mgfa& t about the illegal ggggfcg^And in 
pi thatasga^gil mean those who you say^you don't want, 
PI b ut.whQ.n o netheless consuig^fwr§roducts and who 
Pl Wa nfjtoC& Ilect the T-shirts a^|^g^ghters and 
[io) so 

[i i] AfTnl^e is a lot in your question there. 1 

its) donjpinow what people want to do or don't want to 

io] do. you that all of us in the country, 

(i4) if w<^|asider this an issue and a problem and we 
(is) wai&mifcfrfllve it, wc all have a responsibility, 
d«! whether it is in the tobacco company, whether it is 
(i7) the staff of the FTC, whether it is anyone, we have 
lie) a responsibility to deal with these issues 
da] responsibly.There is no question about that, 
po) Q: In your speech onApril 8th at The Press 
pi) Club, you said, "I plan to work with my colleagues 
P 2 l in the industry to encourage independent, 
pi) non-govemment controlled efforts to educate our 
p4) children about the lifestyle decisions children 
ps) make that concern us as parents." 
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(il Do you recall that? 
pj A: Yes. 

P! Q: What did you mean by non-govemment 

[4] controlled efforts? 

pj A: I fhink what I was referring to were 
(«l efforts to reach out, cither through parents or 
pi through schools, to educate retailers and police 
pj forces regarding access, all of the kinds of issues 
P) we talked about, to try to do it to help people. 

(io) If we are going to spend money in the area, 

(it) let's spend it effectively. Let's not just raise 
(i 2 ) taxes in the name of doing these things and then 
ini never doing them.That is really what all of that 
(<4) is about. 

(is) Q: Do you know what Reynolds spends or plans 

(16) to spend on non-govemment youth anti-smoking 

(17) campaigns? 
lift] A: No. 

)ib] Q: You said that, "I plan to work with my 
poi colleagues in the industry to encourage 
pi] independent, non-govemment controlled efforts to 
[ 2 zj educate our children about the lifestyle decisions 
pal children make that concern us as parents." 

P4] What axe you doing in that regard now? 

ps) A: I have had some discussions with 

Pag® 88 

m representatives of the other holding companies, and 
Pi I know that each of the companies and holding 
PI companies and tobacco companies continue to look at 
( 4 ) ways that they can cooperate with either public 
pi health authorities or people in the community on 
is) these issues. 

m Q: Have you explored ways in which the 
pi companies can lawfully cooperate with each other in 
p! terms of their advertising and promotion policies? 

(io) A: I have not. I don’t know whether the 
(i i] tobacco company has. 

(i2) MR. SHONKA: I have no further questions. 

HD MR. WILLIAMS: Nothing. 

(i4) MR. WISE: Thank you very much, 

|(i5] (Time noted: 1:05 p.m.) 
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STEVEN E. GOLDSTONE 
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Chief Executive Officer 
RJR Nabisco 


f Ste$'en F. Goldstone is chairman and chief executive officer of RJR Nabisco, Inc., 


a wor 


chief 

presil 


counsel 


becat 


predeo 


Penns^ 



|der in manufactuxiffplnd marketing of consumer packaged goods. 

oldstone wasplected chairman of RJR Nabisco in May 1996. He became 
tive officer andjiNlilbtor of the company in December 1995. He became 

er 1995. 

1995, Mr. Goldstone served as the company’s general 
er in the law firm of Davis Polk & Wardwell. He 
r graduating from New York University Law School. He 
78. 


'the company i 
rom February to 
>rifor to thafhe wi 
PoLkSfi970, 
partner m the fi 






d‘at various times as an advisor to RJR Nabisco and its 



Goldstone has se> 
r companies sin| 

rece ^ved^a^ achelor of Arts degree from the University of 
ia in 1967. He &SJLGSSident of Ridgefield, Connecticut. 
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RIR 

NABISCO 


Interoffice Memorandum 


DATE: 


November 15, 1996 



Andy Schindler 
Steven Goldstone 


Marketing Initiatives 



again for thepiS 
fej&nly agree witbp 
business with solid af^ 
cubits and grow eaga 
Iotmngllat are the mdst I 


is late st^g^men 

S tum die comj 
es for Winsto' 
rafegies for base Cc 
>jfelgues in early P 


Plan presentation in our offices earlier this week, 
underlying strategy, i.e., to strengthen the 
ective marketing programs while we continue to 
s. I also think that some of the ideas we are 
verful and creative that have come out of the 
time. On the other hand, I am concerned that at 
1997 is supposed to be the year we start to show 
round), we have not yet decided on our marketing 
Salem. I also have some questions regarding our 
I would like to visit with you and your marketing 
ier to discuss the following: 


pamel. I toucJliPfn the issue of Camel (ex. Regular) at the Plan 
meeting. Sho#E|pfu be satisfied with the 6% growth forecast for 
p.997 which ti s to a market share improvement of about .3%? I 
.recognize that'only three full priced brands are growing share and the 
brand faces a significantly stronger competitor, but the number one 
brand is growing share at a strong rate which indicates that there are 
’smokers out there to be persuaded to a high visibility, premium priced 
btand. Don’t get me wrong. Your company has done one hell of a job 
bringing this brand back to life. But given that our share of the YAS 
is not growing and we may be losing older smokers to competitors, 
what do these dynamics say about our current programs? In short, is 
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there anything more we can do in terms of packaging and advertising 
to strengthen the brand's appeal? 


We have been talking for more than a year now about work on an 
alternative to Joe Camel. Time is getting short. I would like to see 
what we have developed for a new Camel family campaign. 

^Winston. We should spend some time on your “decision tree” for 
Winston in light of the various marketing options now on the table. 
ijlJnless we make some reasoned decision on these options now, I 
.foresee significant delays in resolving a repositioning in Winston. 
"First, the data lbsp|jqg back from Florida seem to be inconclusive and 
it doesn’t appe^lsif things will clarify much by mid-January. In 
Addition, the nO a0dltives campaign leaves us with the real negative of 
jan unirnprove4^i^fe|ton Lights. In the meantime, you indicated 
^enthusiasm for^Hppiange” campaign, and I must say the new Winston 
package lookelagllat. How quickly can we test the new pack and the 
^Change campaign? Should we decide now to test the new packaging 
'for Winston aldngvfith the Winston Lights improvement without any 

s? What is the cost and the downside for such an 



uppo 




JSalem. I was sifiP 
Innovation campp|s 
pf its skew to dfderi 
t>f this skew already 
Innovation caripilp 
you are now lopfepi 
Ian we come tosajde 


Vhat surprised by youx comment that the 
a may not be as effective as first thought because 
females. I was under the impression that we knew 
|and were comfortable with it. Didn’t the 
h test extremely favorably? In any event, I know 
| closely at the “Green campaign”. How quickly 
cision on this idea? Also, are we close to coining 


with a winning design for Salem packaging. 


I kj|g^ you’ve got a myriad of questions on all of these issues that have no 
statistical answers today, but I need to know how we can shorten the testing 
tin|Sfeg that might otherwise prevail. At our meeting in December, I would 
like to hear what you believe is your one best idea for Winston and for 
Salem, regardless of testing status, and see a payback analysis for it 
assuming we are successful in stabilizing share. And recognizing that it’s 
always easier to effect market change if you go in with all guns blazing, I 
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would like to hear, in empirical terms, how partial programs, e.g., packaging 
and blend changes only, compromise chances for success. 

Your company obviously wants to make sure that it moves forward with 
good campaigns that have been adequately researched. But we need to 
recognize that our time is growing short, not only because of external issues 
jbut because of our weakening competitive position and the growing 
taypence of our shareholders, who believe 1997 is the year of answers for 
thedomestic company. 
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29,1996 



^Subieilf- sfiare of Smoked 


C. Roger Hill 

Director - Business Planning 
741-7284 


AttacaitHfthe information Tf cl 
k^daged 18-24 from 1985 throfffl 



Please c^nhere jyc^furth 





"^'lAttacl 





{ cc: Schindler 

t . Mr^^. Keith 


ted by Steve Goldstone covering Share of Smokers 
?5 for CAMEL, Marlboro and Newport. 


stions on this matter. 






Roger Hill 
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TOTAL 18-24 

TOTAL U8-SHARE OF SMOKERS 
R.tf, REYNOLDS CONSUMER TRACKING SYSTEM 
PROFILE AMD SHARK OF SMOKERS 


PAGE: 1 


TOTAL TOTAL TOTAL 


'EAR 1985 

3.3 

46.2 

10.7 

.'EAR 19 8 4 

3.2 

47.9 

11.2 

.'EAR 19«7 

3.0 

54.2 

11.0 

TEAR 1988 j 

4.4 

54.1 

11.6 

fEAR l^S^ \ 

4.6 

57.4 

10.6 

/EAR I 

7.0 

57.6 

1C. 9 

fEAR 

7.9 

58.6 

10.7 

fBAR lmT^' 

10.3 

57.0 

9.8 

/EAR 19A2 •;«. J 

10. S 

56.9 

11.0 

/EAR 

10.1 

60.8 

12.0 

'EAR M 

10.1 

61.6 

12.8 
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TOTAL 18-24 

TOTAL US-SHARE OF SMOKERS 
R.J. REYNOLDS CONSUMER TRACKING SYSTEM 
PROFILE AND SHARE OP SMOKERS 


YEAR 

YEAR 

YEAR 

YEAR 

YEAR 

YEAR 

YEAR 

YEAR 

YEAR 

YEAR 

YEAR 


1985 

1986 

1987 

1988 





TOTAL 

CAMEL 


TOTAL 

MARLBOR 


TOTAL 

NEWPORT 



3.3 

46.2 

10.7 

3.2 

47.9 

11.2 

3.0 

54.2 

11.0 

4.4 

54.1 

11.6 

4.6 

57.4 

10.6 

7.0 

57.6 

10.9 

7,9 

58.6 

10.7 

10.3 

57.0 

9.8 

10.5 

56.9 

11.0 

10.1 

60.8 

12.0 

10.1 

61.6 

12.8 








flttp://legacyJibrary.ucsf.e(fic(1j([fefea7l^^/|^wJndustrydocuments.ucsf^cltiA^cS)Vj^l0OO1' 


219 


PAG£ 


1077 


52189 3448 




4 




FROM: 


DATE: 


Agency Memo 


|srs. B. Schveig, B. Dunn, A. Richter, R. Morgan, S. Cortina 


AGENCY McCann-Erickson 



. Pennell 


.2, 1989 



SUBJECT; igc 


This memo serves to ci 
regarding obj eecj^PPi 
5?%o motion plan. IS bad 



Fir * c 

appealing to target 
^S%rchday and " S 
^Irtnot be compromise 

Hoarding ly, we il5 
j distension to the|?GM 
rmsponsible !for 

; «gjtc«n)ed that v 
personality to t he! 
Wayjf I think Cflij 
I^Siie notion is cby|.t; 
s$p!y seriously ainr* 
*S®SPl» who posture. 


xjirm and reiterate the discussion we had on May$J.^ 
Strategies and tactical inferences for our 1990 * w 
Really, listed below are the key points thac mu©: ©e 

“ plan: £ I at 

2 g w 

^L1 that we do on CAMEL should be fun, irreverertt 3jn§ 
smokers. These elements are what made the 75tb§ K O 
SUflharaccer" campaign introduction so effective, pu@ j* 

a, s g g 

^ p v © 

:'"4se the promotional arena to provide depth andg jp w 

character. He is the key identity for this *ra®d 
tnie positive momentum we have seen to date, I ^ 35 
Agoing to " over manage' 1 the CAMEL character's j. gf 
jifliint that the fun, irreverence and intrigue goes£ “ 
PT&it it very well in his quote in the New York gd»a 
^»$)ld Joe is a character who doesn't take himseS g 
Suite's appealing to our target ... who are fed u$.>^£th. 
> . © 


rategically, we oust use promotion to continue improving percepti' 
^cit a greater level of emotional involvement with the brand and 
rtsumer behavior (purchase patterns) . 


!§g^§^ the strength, fit and flexibility it provides, we should Cont&uS 
with the theme "Smooth Characters have Smooch Moves." This doesn't{mean 
utilizing the "tips* creative approach necessarily, but that whatever we 
do and however we do it works to communicate this theme. 


If we use sub-themes (quarterly, etc.), they must operate as 
creative approaches versus being specific interest areas or concentrating 
on a specific advertising character/situatlon. Put another way, the 
"tips" format for 1989 was an effective approach to deliver the "Smooth 
Characters have Smooth Moves” chtnejhauuilUHM did could be 


"AT Hrm MJ? • fltv 
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structured within, While sub-themes looked good on pater, I an no: so 
»vr» ..v* that w«r jhoulu racce ourselves in this direction. 

* Jlhe promotion plan for 1990 should work on two levels in teaching YAS. 
mfpfFirst is a broader/more generic base pLan that Is relevant/appealing to 
Ell YAS. The second level Is to further impact YAS by associating wi£^ 
maass^ldentifled "special interests." Special Interest involvement must gajp 
well beyond merely being represented in appropriate magazines and eveflb^j 
Jjut should show our understanding and commitment to a specific speciaC (Z 
^^ > 'interest(s) in^whUhj YAS are emotionally involved. s3 5 

^•^f/hile our targ^ should remain YAS males and assume a FUBYAS s trategy y? *g. 

§llli$yst remain serpULi^p to not alienating females given the growth seeng £ 

^Aiong this h; O 

j^lljcciv* «ftd effijBfep rMgj utilization of CAMEL*s 1990 promotional efforts is 
^S^wg to be cruciatr''j|sLjehis brand. In pursuing chat objective, ve must S . 
ensure that fun, ipppPl^ence and true entertainment value is present in w-lg 
£,ha C ve do. To thiaruwBj&d. we must have fun and continue to push coward u 
peoplP’mnfeernally and externally) truly take notice and SC y 
consider vhartaVe a^d|tes|ng. This was the case for 1989 and must go evenn q 

Aer inflffb. U g , 

m o S a! 

i & 5 .J 9 S- 

§§s|gf|5 or if additional information is needed, please-Cro g 

me kpov, I look forward to a most productive and ■ f f1 ° 

V H ® 

l?H g | § 

cuff Pennell & § 


Should qu^ 

^.ngl^esitAta to let 
s> ^P^^ng on the 25cb 



R, M. Sanded 
H. B. MacfW 
C. G. Strati 
H. R. Bolger 
C. Middleton 
T. J, Guerin 
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mezzina/brown 

401 Pa«k — / enu£ South NY NY iOOi© 

TelE , *'Ohe £ 5 1 703 


nuary 2, 1997 


. Steven F. Goldstone 
lairman & CEO 
IR ^Nabisco, tn c>w^ 

01 Avenue of jgil H'fnericas 
tw York, New York^t 0019 


N C . 


John L. Mezz inn 

Z - 4 * v. * S 

:»Li* 



ar Mr. Goldstone; 



I am delighted to 
:ply^rtising camp 

flinders®! we’ 


^the meantime,? 
|med. Enjoy! I 

Irdially yours, jj 

i 




of your enthusiasm for our new Camel 


Meeting in the near future and look forward to that. 

i 

inclosed a set of the ads — both laminated and 
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